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another place he puts the ratio of money and credit as 1 to 99 and says :—
" It is perfectly acknowledged that credit produces exactly the same effect on prices as gold. And it has been shown by authentic statistics that in modern times gold only forms about one per cent, of the circulating medium or currency. And to suppose that a variation to the small extent of *a fraction of one per cent, on the amount of the circulating medium, or the measure of value, could produce the effects so popularly attributed to it is wholly beyond reason."1
The objection which I take to this theory of Mr. Macleod's consists in absolutely denying his assumption that gold and credit have exactly the same effect on prices, quantity for quantity, and that an increase or diminution of gold has exactly the same effect as an increase or diminution of credit to the same amount. The absurdity of the statement will be seen at once if we reflect that a withdrawal of £100,000,000
1 It will be noticed that in this passage Mr. Macleod suggests or assumes that the amount of what he calls the Circulating Medium is the same as the Measure of Value. I think I know what he means, but it will be safer for the reader to continue to believe that our Measure of Value is gold and our monetary unit the pound sterling, which consists of so many grains of gold, rather than to adopt the view that the Measure of Value is the Circulating Medium consisting of,, an indefinite and fluctuating number of thousands of millions of credit, supplemented by one per cent, of gold, and that the monetary unit is (say) the one six thousand one-hundrgd millionth part of the nominal value, measured in pounds sterling, of what he calls the total Circulating Medium !
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